TEXAS 
DEPOSITORY LAW 


Operative on and after 
August 1, 1937 


Acts of the 45th 
Legislature 


S. B. No. 240 


AN ACT 


amending Article 2525, Revised Civil Statutes 
of Texas, 1925, as amended by Chapter 89, 
Acts First Called Session, Forty-third Legis- 
lature; Article 2526, Revised Civil Statutes 
of Texas, 1925, -as amended Acts 1927, 
Fortieth Legislature, First Called Session, 
Page 161, Chapter 57; Article 2527, Revised 
Civil Statutes of Texas, 1925, as amended 
Acts 1927, Fortieth Legislature, First Called 
Session, Page 161, Chapter 57; Article 2528, 
Revised Civil Statutes of Texas, 1925, as 
amended by Chapter 89, Acts First Called 
Session, Forty-third Legislature; Article 2529, 
Revised Civil Statutes of Texas, 1925, as 
amended by Acts of the Second Called Session 
of the Forty-third Legislature, Chapter 63; 
Article 2530, Revised Civil Statutes of Texas, 
1925, as amended by Acts of the Second 
Called Session of the Forty-third Legislature, 
Chapter 63; Article 2531, Revised Civil 
Statutes of Texas, 1925, as amended Acts 
1927, Fortieth Legislature, First Called Ses- 
sion, Page 161, Chapter 57; Article 2532, 
Revised Civil Statutes of Texas, 1925, as 
amended Acts 1927, Fortieth Legislature, 
First Called Session, Page 161, Chapter 57; 
Article 2533, Revised Civil Statutes of Texas, 
1925, as amended by Chapter 89, Acts First 
Called Session, Forty-third Legislature; Ar- 
ticle 2534, Revised Civil Statutes of Texas, 
1925, as amended Acts 1927, Fortieth Legis- 
lature, First Called Session, Page 161, Chap- 
ter 57; Article 2535, Revised Civil Statutes 
of Texas, 1925, as amended Acts 1927, For- 
tieth Legislature, First Called Session, Page 
161, Chapter 57; Article 2537, Revised Civil 
Statutes of Texas, 1925, as amended by 
Chapter 89, Acts First Called Session, Forty- 
third Legislature, and declaring an emer- 
gency. 


BE IT ENACTED BY THE LEGISLATURE 


OF THE STATE OF TEXAS: 


Section 1. That Article 2525, Revised 
Civil Statutes of Texas, 1925, as amended by 
Chapter 89, Acts First Called Session, Forty- 
third Legislature; Article 2526, Revised Civil 
Statutes of Texas, 1925, as amended Acis 
1927, Fortieth Legislature, First Called Ses- 
sion, Page 161, Chapter 57; Article 2527, 
Revised Civil Statutes of Texas, 1925, as 
amended Acts 1927, Fortieth Legislature, 
First Called Session, Page 161, Chapter 57; 
Article 2528, Revised Civil Statutes of Texas, 
1925, as amended by Chapter 89, Acts First 
Called Session, Forty-third Legislature; Ar- 
ticle 2529, Revised Civil Statutes of Texas, 
1925, as amended by Acts of the Second 
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Called Session of the Forty-third Legislature, 
Chapter 63; Article 2530, Revised Civil 
Statutes of Texas, 1925, as amended by Acts 
of the Second Called Session of the Forty- 
third Legislature, Chapter 63; Article 2531, 
Revised Civil Statutes of Texas, 1925, as 
amended Acts 1927, Fortieth Legislature, 
First Called Session, Page 161, Chapter 57; 
Article 2532, Revised Civil Statutes of Texas, 
1925, as amended Acts 1927, Fortieth Legis- 
lature, First Called Session, Page 161, Chap- 
ter 57; Article 2533, Revised Civil Statutes 
of Texas, 1925, as amended by Chapter 89, 
Acts First Called Session, Forty-third Legis- 
lature; Article 2534, Revised Civil Statutes 
of Texas, 1925, as amended Acts 1927, For- 
tieth Legislature, First-Called Session, Page 
161, Chapter 57; Article 2535, Revised Civil 
Statutes of Texas, 1925, as amended Acts 
1927, Fortieth Legislature, First Called Ses- 
sion, Page 161, Chapter 57; Article 2537, Re- 
vised Civil Statutes of Texas, 1925, as amend- 
ed by Chapter 89, Acts First Called Session, 
Forty-third Legislature, be and each are here- 
by amended so as hereafter to read respective- 
ly as follows: 


“Article 2525. Depository Board. The State 
Treasurer, as Secretary, together with the 
Attorney General and Banking. Commissioner, 
shall constitute the State Depository Board. 
Said Board shall have the right and the power 
to make and enforce such rules and regula- 
tions governing the establishment and con- 
duct of State Depositories and the handling 
of funds therein as the public interest may 
require, not inconsistent with the provisions 
of the laws governing such Depositories, 
which rules and regulations shall be in writ- 
ing and entered upon the minutes of the 
Board. Said Board shall have the power to 
determine and designate the amount of State 
funds deposited by them in State Depositories 
that shall be ‘‘demand deposits’ and what 
amount shall be ‘“‘time deposits’’, and may 
contract with said Depositories in regard to 
the payment of interest on “‘time or demand 
deposits’’ not to exceed such rate as may be 
lawful under any Act of Congress and such 
rules and regulations as may be promulgated 
by the Board of Governors of the Federal 
Reserve System and the Board of Directors 
of the Federal Deposit Insurance Corpora- 
tien. The term ‘‘demand deposits’, as used 
herein, shall mean any deposit. which is pay- 
able on demand, and the term “‘time deposits’’, 
as used herein, shall mean any deposit with 
reference to which there is in force a contract 
that neither the whole nor any part of such 
deposit may be withdrawn by check or other- 
wise prior to the expiration of the period of 
notice which must be given in writing in 
advance of withdrawals. Whenever the word 
“Treasurer”? is used in the Statutes it shall 
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mean the State Treasurer, and the word 
“Board” shall mean the State Depository 
Board. 


“Article 2526. Notice to Banks. The Treas- 
urer on the second Tuesday in September an- 
nually, shall mail to each State and National 
Bank doing business in this State, a circular 
letter. Said letter shall state the conditions 
to be complied with by the applicants for 
designation as a State Depository. The Treas- 
urer shall keep on file in his office for the 
inspection of any person desiring to see the 
same a list of the banks to which letters 
have been sent. Designation of Depositories 
shall be for a period of one year’s time. If it 
develops that more depositories are required 
at any time, the Board may send out notices 
to all State and National Banks notifying 
them that further applications for funds for 
the unexpired term will be accepted, or ad- 
ditional funds allotted to existing depositor- 
ies upon application therefor. Said additional 
depositories shall comply with the same rules 
and conditions regarding all other deposito- 
ries. 


“Article 2527. Application for Deposits. The 
application of the bank applying for State 
funds shall state its amount of paid up capital 
stock and permanent surplus, and the maxi- 
mum of State funds it will accept, accompany- 
ing same with a statement of the Bank’s 
condition at the date of said application. Such 
application shall contain a provision that the 
books and accounts of such bank, if desig- 
nated as a State Depository, shall be open 
at all times to the inspection of the Board, 
any member or any accredited representative 
thereof. All such applications shall be mailed 
to the Treasurer at Austin in time to reach 
his office on or before noon of the fifteenth 
day of October next succeeding. Applications 
received after said date may be considered 
at the option of the Board. © 


“Article 2528. Acceptance. When the Treas- 
-urer receives such application, he shall en- 
dorse thereupon the date of its receipt, and 
shall in November prepare three (3) lists giv- 
ing the names of all applicants for funds and 
the amount applied for. One list shall be fur- 
nished each member of the: Board. The Board 
shall meet on the first Monday in November 
thereafter, and consider said applications, 
giving approval to those applicants that are 
acceptable, and having the: power to reject 
those whose management or condition, in the 
opinion of the Board, does not warrant the 
placing of State funds in their possession. 
No application for State funds shall be grant- 
ed to any bank whose liabilities for borrowed 
money are-in excess of its capital stock, but 
the Board may in its discretion, waive this 
provision. 
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Article 2529. Qualifications of Deposito- 
ries. As soon as practicable after the Board 
shall have passed upon said applications, the 
Treasurer shall notify all banks whose ap- 
plications have been accepted of their des- 
ignation as State Depositories of State 
funds. The Treasurer shall require each bank 
so designated to qualify as a State Depository 
‘on or before the 25th day of November next; 
by (a) depositing a depository bond signed 
by some surety company authorized to do 
business in Texas, in an amount equal to not 
less than double the amount of State funds 
allotted, such bond to be payable to the Treas- 
urer and to be in such form as may be pre- 
scribed by the Board and subject to the ap- 
proval of such Board; or (b) by pledging 
with the Treasurer any securities of the fol- 
lowing kinds: Bonds and certificates and 
other evidences of indebtedness of the United 
States, and all other bonds which are guaran- 
teed as to both principal and interest by the 
United States; bonds of this State; bonds and 
other obligations issued by the University of 
Texas; warrants drawn on the State Treasury 
against the general revenue of the State; 
Home Owners Loan Corporation Bonds, pro- 
vided both principai and interest of said bonds 
are guaranteed by the United States Govern- 
ment and such securities shall be accepted 
by the Board in an amount not less than five 
(5%) per cent greater than the amount of 
State funds which they secure; provided, that 
Texas Relief Bonds may be accepted at face 
value and without margin for the amount 
of State funds allotted, provided, such State 
Relief Bonds haye all unmatured coupons 
attached; bonds of counties located in Texas; 
road districts of counties in T’exas; indepen- 
dent and common school districts located in 
Texas; and bonds issued by municipal cor- 
porations in Texas; all of such securities may 
be accepted by the Board, provided, the 
aggregate amount thereof is not less than 
twenty (20%) per cent greater than the 
total amount of State funds that they secure, 
provided, that the amount of all bonds and 
other obligations offered as collateral shall 
be determined by the Board on the basis of 
either their par or market value whichever 
is less. The term ‘‘market value’’ as used here- 
in shall mean the fair and reasonable pre- 
vailing price at which said bonds are being 
sold on the open market at the time of the 
appraisement of the securities by the Board, 
and the action of the Board in fixing the 
valuation of said bonds shall be final, and not 
subject to review. 

No state, county, road district bond, inde- 
pendent or common school district or munici- 
pal bonds, or obligations of the Board of 
Regents of the University issued by the Uni- 
versity of Texas, shall be accepted as collater- 
al security unless they shall be approved by 
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the Attorney General. All bonds accepted as 
collateral security shall be registered under 
the same rules and regulations as are required 
for bonds in which the Permanent School 
Funds are invested. Subject to the approval 
of the Board, a State Depository may secure 
its deposits of State funds in part by an ac- 
ceptable surety bond, and in part by accept- 
able collateral of the kind herein mentioned, 
and any losses sustained where a Depository 
has secured its deposits in part by collateral 
and part by a surety bond, the loss may be 
enforced against either the collateral security 
or the surety bond. No warrant drawn on the 
State Treasury shall be accepted as collateral, 
unless said warrants are accompanied by affi- 
davits, sworn to by some officer of the bank 
offering said warrants, which said affidavits 
shall affirm that none of the warrants offered 
as collateral security were transferred or as- 
signed by the original payees of said warrants | 
or any of them for a less consideration than 
ninety-eight (98%) per cent of the face value 
of said warrants, and that none of such war- 
rants were obtained from the original payee 
by loaning money thereon at a rate of interest 
greater than eight (8%) per cent per annum. 
The Board shall have the power to reject 
any and all collateral or surety bonds ten- 
dered by a State Depository, without assign- 
ing any reason therefor, and its action in so 
doing shall be final and not subject to re- 
view. Notwithstanding. the foregoing provis- 
ions requiring security for State funds de- 
posited in State Depositories in the form of 
surety bond or collateral, security for such 
deposits shall not be required to the extent 
that said deposits are insured by the Federal 
Deposit Insurance Corporation under the pro- 
visions of Section 12b of the Federal Re- 
serve Act as amended, or as the same may 
hereafter be amended. 
In the event the market value of the securi- 
ties pledged by any Depository shall decrease 
to the point where the collateral value of said 
securities, as fixed by the Board, is less than 
the amount of said funds on deposit in said 
Depository, the Board shall require additional 
security in order to equalize such depreciation. 
When the collateral pledged by a State 
Depository to secure a deposit of State funds 
shall be in excess of the amount required un- 
der the provisions of this Act, the Treasurer 
may, subject to the approval of the Board, 
permit the release of any such excess. In the 
event the balance to the credit of the Treas- 
urer on the books of such bank shall be 
thereafter increased, adequate security as pro- © 
vided for in this Act, shall be deposited and 
maintained by such depository bank. 


“Article 2530. Deposit of Securities. In 
the event the State Depository, as designated 
in the preceding Article, shall elect to deposit 
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said pledged securities, above mentioned, with 
the State Treasurer, the said securities shall 
be delivered to the Treasurer and receipted 
for by him, and retained by him in the vaults 
of the State Treasury. Provided, however, that 
such bank so designated as depository shall 
have the option, instead of depositing said 
pledged securities with the State Treasurer, 
of depositing same with another State or 
National Bank situated in the State, subject 
to the approval of the Board; said securities 
to be held in trust by said custodian bank to 
secure funds deposited by the State Treasurer 
in the depository bank. Upon the receipt of 
said securities, said custodian bank shall im- 
mediately issue and deliver to the State Treas- 
urer controlled trust receipts for said securi- 
ties pledged to the State Treasurer. The se- 
curity evidenced by such trust receipts shall 
be subject to inspection by the Board or its 
agents at any time deemed advisable by said 
Board. Said custodian bank shall have a cap- 
ital stock and permanent surplus of not less 
than Five Hundred Thousand ($500,000.00) 
Dollars, and szid bank designated as deposi- 
tory shall itself defray the charges, if any, 
of such custodian bank for accepting and hold- 
ing said securities. 

Subject to the approval of the Board, a 
State Depository may have the right to sub- 
stitute one group of securities for another 
group of securities pledged with the State 
Treasurer, when and as such State Depository 
may desire to make such substitution, so 
long as the securities desired to be substi- 
tuted by such bank shall come within the 
classification of securities acceptable under 
the terms of this Act. 

If, in any case, or at any time, such bonds 
or other securities are not satisfactory securi- 
ty, in the opinion of the Board, for the deposits 
made under this Act, they may require such 
additional security to be given as will be satis- 
factory to them. Said Board shall, from time 
to time inspect such bonds and see that the 
same are actually kept in the vaults of the 
State Treasury and in said custodian banks. 
In the event that any State Depository shall 
fail to pay deposits or any part thereof on the 
check of the Treasurer, he shall have the 
power to forthwith realize upon such bonds or 
other securities deposited by said bank, and 
disburse the money arising therefrom, accord- 
mg to law, upon the warrants drawn by the 
Comptroller upon the funds for which said 
bonds or other securities were secured. Any 
bank making deposits of bonds or other se- 
curities with the Treasurer under the provis- 
ions of this Act may cause such bonds or 
other securities to be endorsed or stamped, 
as they may deem proper, so as to show that 
they are deposited as collateral and not trans- 
ferable, ‘except as herein provided. 

‘Upon request of the owner or owners, the 
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Treasurer or custodian bank may surrender 
interest coupons or other evidence of interest 
when due on securities deposited by deposi- 
tory banks, provided, said securities are ample 
to meet the requirements of the State. 

Whenever any private bank now organized 
as provided for by the private banking laws 
of Texas should seek to become a depository 
for State funds or any other governmental 
agency, it shall agree in writing to submit it- 
self to examination as to its solvency. 


“Article 2531. Failure to Qualify. In case 
any bank that has submitted an application 
for State funds shall fail to qualify within 
the time specified in this Act after being 
notified to do so, it shall forfeit its right to 
act as depository for a period of one year, at 
the option of the Board. 


“Article 2532. Placing Deposits. After the 
depositories have qualified as provided in 
the preceding articles, it shall be the duty of 
the Treasurer to deposit the funds belonging 
to the State in such depositories, as far as 
practical on a fair percentage basis, and shail 
at all times keep such funds equitably pro- 
rated in proportion to the amount which each 
is entitled to receive by drawing warrants 
alternately thereon, or by apportioning the 
warrants so drawn, and after giving the notice 
required for the withdrawal of funds deposit- 
ed to the credit of any ‘‘time deposits’’ in any 
State Depository or Depositories. 

No depositories shall be entitled to keep 
on deposit State funds in an amount in excess 
of their paid up capital stock and permanent 
surplus. Any reduction in the capital stock 
and permanent surplus of any depository shall 
reduce correspondingly the amount of State 
funds which it can retain as a depository, 
and the Treasurer is authorized to withdraw 
from said depository any funds in excess of its 
capital and permanent surplus, provided, that 
where any depository shall pledge as security 
for State funds on deposit with it warrants 
drawn upon the State Treasury against the 
General Fund of this State as provided by 
Article 2529, and shall also make the proof 
required in such Article that such warrants 
were acquired by it as therein provided, then 
the limitation upon the amount of deposits 
that may be placed in said depository shall 
not apply, but the amount of said funds to 
be deposited in said depository shall be de- 
termined by the State Depository Board. 

If there be a surplus after the awards are 
made, the surplus shall be prorated among the 
applying banks. 

Such provisions, however, shall not affect 
arrangements for clearing checks made by 
said Board with State Depositories as pore: 
inafter provided. . 

All State Depositories shall collect all 


checks, drafts and demands for money so 
deposited with them by the Treasurer and 
when using due diligence shall not be liable 
on such collections until the proceeds thereof 
have been duly received by the Depository 
Bank, provided, that any expense incurred in 
collection thereof by the Depository which the 
Depository is not allowed or permitted to pay 
by reason of any Act of the Congress of the 
United States or any rule or regulation pro- 
mulgated thereunder by either the Board of 
Governors of the Federal Reserve System or 
the Board of Directors of the Federal Deposit 
Insurance Corporation shall be charged to 
and paid by the State Treasurer out of any 
moneys appropriated by the Legislature for 
that purpose. 

If there should be at any time a surplus 
of State funds above the aggregate amount 
applied for by and allotted to State Deposito- 
ries, the Treasurer, with the approval of the 
Board, is hereby authorized to deposit said 
surplus funds in the vaults of the State Treas- 
ury, or the Board shall have the power to de- 
posit said surplus, or any part thereof with 
any one or more banks in such amounts and 
for such periods as it may deem advisable, 
and any bank receiving such deposits under 
this Article shall execute a bond or furnish 
collateral in the manner and form provided 
in Article 2529 under the conditions provided 
in said Article. . 

“The State Depositories shall show in their 
statements, published according to law, the 
amount of State funds on deposit with them. 


“Article 2533. Centrally Located Deposi- 
tories. The Board shall designate one or more 
banks which have been selected as State De- 
positories in centrally located cities to be 
used for clearing checks and other obliga- 
tions due the State, and the Treasurer shall 
keep sufficient moneys on deposit in the ‘‘de- 
mand deposits’? account in said Depositories 
to meet all current claims upon the State, 
and all items received by the Treasurer for 
collection shall be deposited with such De- 
positories to be credited to the ‘‘demand 
deposits’ account in said banks, and all checks 
drawn by the Treasurer for the payment of 
obligations due by the State may be drawn 
on such accounts in such Depositories or on 
the ‘demand deposits’’ account in other State 
Depositories so that the checks of the State 
may at all times pass current as cash. 


“Article 2534. Withdrawals. The funds on - 
deposit with depositories shall be subject to ~ 
withdrawal at any time by the Treasurer, ex- 
cept funds designated by the Board as “‘time 
deposits’’ which shall be withdrawn in the 
manner agreed upon in the contract under 
which such funds have been deposited. 


“Article 2535. Remittances. All State De- 
positories shall remit free of charge, except 
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such charges which depository is not allowed 
or permitted to pay by reason of any Act of 
the Congress of the United States or any rule 
or regulation promulgated thereunder by 
either the Board of Governors of the Federal 
Reserve System or the Board of Directors of 
the Federal Deposit Insurance Corporation, 
to the Treasurer on his demand, all withdraw- 
als of State funds as provided for in the pre- 
ceding Article. All remittances to the Treas- 
urer made by the State Depositories, or any 
person or persons may be in cash by registered 
and insured letter; by post office money 
order; express money order of any company 
authorized to do business in Texas, or by any 
bank draft on any bank in the following cit- 
ies: Dallas, Fort Worth, Waco, Houston, Aus- 
tin, Galveston and San Antonio. The liability 
of any State Depository or person sending 
the same shall not cease until the said money 
is actually received by the Treasurer. Any 
depository that refuses to remit for State 
items, or Treasury drafts, as above indicated, 
shall upon order of the Board forfeit its 
right to receive further deposits, and the 
-Board shall have the right to withdraw all 
funds from said bank, which shall thereafter 
cease to be a State Depository. 


“Article 2537. Cancellation of Contracts. 
Each State Depository shall have the right 
to cancel its depository contract upon account- 
ing to the Treasurer for all funds deposited 
with it at the end of any year by giving 
thirty (30) days notice in advance. 

“The Board shall have the right to ter- 
minate a contract with the depository at any 
time they deem it to the interest of the State 
to do so, upon giving the depository fifteen 
(15) days notice of such termination. The 
Treasurer shall discontinue making deposits 
in any bank when in the opinion of the Board 
the condition or management of the bank 
warrants such action on his part.’’ 

Sec. 2. This Act shall not become opera- 
tive until on and after August 1, 1937, and all 
banks that are now designated as State De- 
positories shall be required to file new appli- 
cations and be redesignated under this Act, 
and the Board is authorized to receive addi- 
tional applications and to designate new banks 
under this Act for the unexpired depository 
year. 4 

Sec. 3. All laws and parts of laws in con- 
flict herewith are hereby repealed, and ex- 
pressly repealing Article 2539, Revised Civil 
Statutes of Texas, 1925, as amended by Chap- 
ter 89, Acts First Called Session, Forty-third 
Legislature. _ 

Sec. 4. The fact that under the Banking 
Act of 1935, as passed by the Congress of 
the United States, any deposits of public funds 
made by or on behalf of the State of Texas 
in any State or National Bank that is a mem- 


ber of the Federal Reserve System, will not be 
permitted to draw interest, and the fact that 
under the present laws governing the deposit- 
ing of public funds of the State of Texas, all 
such funds are required to draw interest 
necessitates a revision of our present laws on 
this subject creating an emergency and an 
imperative public necessity that the Constitu- 
tional Rule requiring bills to be read on three 
several days in each House, be and the same is 
hereby suspended, and this Act shall be in 
full force and effect from and after its pas- 
sage, and if is so enacted. ** 


Approved: Date—April 16, 1937. 
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